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Financial Statements of | ntermountain

The financial statements of Intermountain as of November 30, 2001 and for the three and nine month periods
ended November 30, 2000 and November 30, 2001 are included beginning on page 16 of this report.

M anagement's Discussion and Analysis of Financial Condition and
Results of Operations

The following discussion of our financial condition as of November 30, 2001 and results of operations for the
three and nine month periods ended November 30, 2000 and November 30, 2001, should be read in conjunction with
our financial statements and notes related thereto included el sewhere in this report.

| ntermountain's Business Activities

Intermountain was incorporated under the laws of the state of New Mexico in January 1984 and conducts its
businessin the following areas:

*  Production of natural gas;

* Manufacture and storage of asphalt paving products;

»  Other business activities including providing management and consulting services to others; and,
e Leasing unused space in Intermountain's office building.

In April 2001 Intermountain initiated a program to recommission its el ectric generation equipment. The intent
of the project was to take advantage of prevailing high wholesale electric power prices by selling the output to a
regional power distributor. Intermountain had executed aletter of intent with a power distributor which
contemplated that the facility would be on line in late June or early July of 2001 and that I ntermountain would
generate and sell electric power on afirm basis through September 2002. Unfortunately the recommissioning
timetable was not met due to protracted and unexpected delays in the permitting process. Meanwhile, the wholesale
price of power declined to the extent that the firm price provided in the letter of intent was no longer economically
viable for the prospective customer and the customer opted not to formally contract for the purchase of
Intermountain’'s power as originally intended.

It is Intermountain’s belief that the drop in wholesale prices was brought about by a combination of several
factors including:

e Cooler than normal weather in parts of the West;

e A sharp decrease in the demand for electric power and a reduction in the price of natural gas associated
with the general economic slow-down;

»  Federal price capsimposed on the wholesale price of electric power; and,
*  Some energy conservation.

We believe that some of these factors are, in large part, transitory and it does not appear that the current level of
wholesale power prices will support significant investment in new power producing facilities. Thus over time, when
the economy turns around, a price structure is expected to emerge that will permit the economic operation of
Intermountain’s el ectric generation equipment. Accordingly, it is Intermountain’s current intent to maintain the
equipment on standby status until prices improve or a viable aternative develops. As the status of the general
economy is, at present, highly uncertain, we are unable to predict the extent and timing of improvementsin future
wholesale electric prices.

Intermountain has held discussions with the power producer regarding the prospect of Intermountain providing
emergency stand-by generation capacity to the power producer over an extended period of time. Conceptually, the
plan would provide Intermountain with a monthly stand-by fee plus cost reimbursement , as necessary, for the
emergency generation of electric power. Intermountain is currently awaiting comments from the power producer
concerning the emergency stand-by proposal. There is no assurance that an acceptable emergency stand-by
arrangement will be developed between Intermountain and the power producer.
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In addition, Intermountain has made contact with aregional equipment dealer and informally offered the
equipment for sale. To date, there have been some inquiries by serious buyers, but no formal offers have been
received.

Liquidity and Capital Resources:

Intermountain has sustained substantial operating losses over the past several years. Such losses are the direct
result of adecline in revenue sources, increased costs associated with two failed mergers, and operating |osses
associated with Intermountain’s asphalt products manufacturing operations which started in June of 2000. The losses
in revenues and increased costs have resulted in significant declinesin our cash balances and working capital
available to fund ongoing operations. Management believes that cash flow from ongoing operations will be adequate
to meet normal cash demands for the coming year. We recognize that it will be necessary to develop additional
sources of cash flow to avoid depletion of cash and working capital in the longer term. Currently several means of
accomplishing this are being explored, including restructuring the asphalt products manufacturing arrangement.
There are no specific plans currently in place however that would provide increased revenues and cash flows.

During the current year, Intermountain incurred approximately $490,000 in capital costs associated with
restoring operational capability to its electric generation facility. As previously discussed, the status of the project
isnow in question and previously estimated near term cash flows from the generation of electricity can no longer be
anticipated.

The following table presents selected financial data regarding cash and working capital:

February 28, % November 30,

2001 Change 2001
Cash and cash equivalents (unrestricted) $ 241,140 (95)% $ 12,040
Cash and cash equivalents (restricted) 500,000 0% 500,000
Total cash and cash equivalents $ 741140 (31)% $ 512,040
Working capital $ 850346 (67)% $ 284,784

In February, 2000, Intermountain granted a security interest in $500,000 of cash deposited in its bank to induce
the bank to issue an irrevocable letter-of-credit to Paramount Petroleum. The letter-of-credit provided security to
Paramount for future payments for asphalt inventories purchased from Paramount. The $500,000 cash amount is
classified as a current asset and included in working capital because it secures payment of current accounts payable
but cannot be used by Intermountain to satisfy other ongoing obligations. Paramount has provided Intermountain
with a $500,000 | etter-of-credit that secures payments to Intermountain for products sold to Paramount. In
December 2001, subsequent to the end of the current year quarter, Intermountain and Paramount mutually agreed to
waive the offsetting letters of credit requirements. The original letters of credit were returned to the respective
parties and Intermountain has requested its bank to release its security interest in the $500,000 cash.

The sharp reduction in cash and working capital during the nine months ended November 30, 2001 is attributed
to $490,000 in capital expendituresincurred to recommission Intermountain's el ectric generation equipment.
Funding for these capital expenditures has been made through the use of working capital and a line-of-credit
obtained from Red Hills Manufacturing, Inc., acompany owned and controlled by current and former officers and
employees of Intermountain.

In April, 2001, Intermountain obtained a line-of-credit from Red Hills for the purpose of funding a portion of
the capital costs needed to recommission the electric generation facility and to fund initial working capital necessary
to operate the facility. The maximum amount available under the credit line is $400,000. The underlying promissory
note bears interest at the rate of 8.5% per annum. Payments for interest and advances received under the credit line
are payable out of Intermountain's future cash receipts. The credit lineis collateralized by, and Red Hills has been
granted a security interest in: cash, accounts receivable, inventories, investments, and all land, buildings, and
equipment owned by Intermountain and located at Intermountain's refining and asphalt manufacturing facility in
Fredonia, Arizona. The credit line expiresin April 2002.

During the nine months ended November 30, 2001, Intermountain realized an $11,000 increase in cash from
operating activities. The increase in cash from operating activities resulted primarily from cash generated by natural
gas production activities and collection of receivables associated with natural gas production. Thisincrease was
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offset by losses sustained in association with the asphalt products manufacturing operations a ong with ongoing
administrative costs. Significant or unusual operating cash items included:

»  $130,000 net cash used as aresult of losses sustained from refining and asphalt products
manufacturing operations;

e $49,000 cash used for professional legal and accounting services primarily related to registration and

distribution costs of Intermountain's common stock and audit and review services necessary to comply
with the Securities and Exchange Commission's periodic filing requirements.

Significant non-operating sources or uses of cash during the nine months ended November 30, 2001 included:
»  $240,000 net proceeds from borrowings on the credit line payable to Red Hills;
*  $490,000 used for recommissioning of electric generation equipment.

During the nine months ended November 30, 2000, Intermountain realized a $47,000 increase in cash from
operating activities which represents I ntermountain’s primary source of cash during the period. The increase in cash
from operating activities resulted primarily from changes in operating working capital offset by losses sustained in
association with the asphalt products manufacturing operations which were implemented in June 2000. Significant
or unusual operating cash items included:

*  $115,000 net cash received from Paramount for reimbursement of asphalt processing eguipment
modification costsincurred by Intermountain;

*  $51,000 net cash used as aresult of losses sustained in association with the asphalt products manufacturing
operation which began in June 2000, and;

*  $44,000 cash used for professional legal and accounting services mainly related to registration costs of
Intermountain's common stock.

There were no significant non-operating sources or uses of cash during the nine months ended November 30,
2000.

Cash requirements as of November 30, 2001

Estimated cash requirements for the next twelve months include:
e $23,000 per month in normal general and administrative costs;
«  $10,000 estimated monthly operating costs of the asphalt products manufacturing facility; and,

«  Debt service on the credit line payable to Red Hills, including estimated interest, of approximately
$245,000. It is anticipated that Intermountain will retire the credit line using a portion of the $500,000
deposited with its bank as security for the Paramount | etter-of-credit as soon asis practical after the
bank's security interest has been released.

Inits efforts to develop additional sources of revenues, Intermountain may incur some project devel opment
costs. We are unable to predict the level of costs that may be incurred for such additional projects during the next
year.

Expected sources of cash during the next twelve months consist of cash flows from operating activities
estimated as follows:

*  $14,000 per month net cash flow from estimated natural gas operations based on results of operations
during the nine months ended November 30, 2001 and estimated future natural gas prices;

«  $2,100 per month from rental activities;
*  $1,000 per month from management fees; and,

e $800 per month interest earned on cash balances.
The asphalt products manufacturing operation began in June 2000. We previously estimated that I ntermountain
could realize cash flows from this activity of approximately $10,000 per month over time. However, as the activity

has yet to achieve adequate levels of market share, cash flows during the next twelve months could be well below
our long term expectations.
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Intermountain’s cash balances are expected to continue to decline over the next six months unless natural gas
prices improve, and additional sources of cash can be obtained.

Estimates of future sources and uses of cash presented herein are based on our assumptions and expectations
that our operations will continue at current levels without material interruption and that collection of accounts will
occur under agreed terms. Actual results may be materially different.

Results of Operations:

The following table summarizes the results of Intermountain's operations for each of the periods indicated. All
percentage amounts were calculated using the underlying data.

Three months ended
November 30, November 30,
2000 % Change 2001
Revenues $ 325,302 53% $ 498,694
Costs and Expenses 374,299 60% 597,828
Net income (loss) before taxes $ (48,997) (102)% $ (99,134)
Income taxes - 0% -
Net income (loss) $ (48997) (102)% $ (99,134)
Nine months ended
November 30, November 30,
2000 % Change 2001
Revenues $ 676,922 70% $ 1,147,682
Costs and Expenses 779,901 69% 1,315,571
Net loss before taxes $ (102,979) (63)% $ (167,889)
Income taxes - (100+)% 100
Net loss $ (102,979) (63)% $ (167,989)

Intermountain has experienced significant operating |osses during the past several years primarily because of
the loss of revenue sources associated with the discontinuation of prior business activities, substantial legal,
accounting, and consulting costs incurred in conjunction with two failed mergers, and costs associated with the
registration and distribution of our common stock. While revenues from continuing operations have increased over
each of the last three years, future growth in revenue sourcesis required to achieve positive earnings and cash flows.
The failed mergers with Chatfield Dean and Starlicon International have been costly, not only in terms of the
financial resources lost, but also in terms of the time consumed by legal issues that have hampered our ability to
identify new sources of revenues. We are however hopeful that the majority of these issues are now behind us and
that we can now move forward in developing new sources of income.

Intermountain has relied upon its preliminary economic forecast of estimated cash flows developed for the
asphalt manufacturing and storage project in determining that no impairment loss associated with its asphalt storage
assetsis necessary at thistime. The project became operational in June 2000. The approximate carrying value of the
asphalt storage assets was $94,000 as of November 30, 2001. Due to adelay in completing necessary equipment
modifications, sales of manufactured asphalt products during its first operating season were significantly below
original forecasts. Revenues associated with the project have improved during the current year but have not yet
reached alevel to generate positive cash flows. In the event that it becomes apparent that estimated future cash flows
associated with this project may not be sufficient to recover the carrying value of the asphalt storage assets, it may
be necessary for Intermountain to recognize an impairment loss associated with the assets. The amount of
impairment loss recognized, if any, would be equal to the excess of the assets' then carrying value over the fair
market value of the assets.

Intermountain relied upon the letter of intent executed in April 2001 to move forward with recommissioning of
its electric generation equipment for the purpose of producing and selling electric power to aregional power
distributor through September 2002. I ntermountain incurred approximately $490,000 during the current year to
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restore operating capability to the facility bringing the total carrying value of the facility to $591,000 as of
November 30, 2001. Asthe regional power distributor has opted not to enter into along-term contract for the firm
purchase of electricity produced by Intermountain, Intermountain is now reviewing its options with respect to the
future status of the facility including providing emergency stand-by power to the local power producer or the
outright sale of the equipment. If it is determined that the estimated future cash flows associated with the facility
will not be adequate to recover its carrying value, it may be necessary for Intermountain to recognize an impairment
loss associated with the assets. The amount of impairment loss recognized, if any, would be equal to the excess of
the assets carrying value over the fair market value of the assets.

Revenues:

Theincrease in revenues for the three months ended November 30, 2001 compared to the three months ended
November 30, 2000 consisted of:

«  $37,000 decrease in natural gas revenues;
e $211,000 increase in asphalt product manufacturing and refined product sales; and,
*  $1,000 decrease in redl estate rental income.

Revenues increased for the three months ended November 30, 2000 compared to the three months ended
November 30, 1999, consisting of:

e $21,000 increase in natural gas revenues;

«  $208,000 increase in asphalt product manufacturing and refined product sales;
*  $2,000 decrease in real estate rental revenues; and,

»  $3,000 decrease in consulting fees.

Revenues increased for the nine months ended November 30, 2001 compared to the nine months ended
November 30, 2000, consisting of:

»  $11,000 decrease in natural gas revenues;
*  $484,000 increase in asphalt product manufacturing and refined product sales; and,

e $2,000 decrease in real estate rental revenues.

Theincrease in revenues for the nine months ended November 30, 2000 compared to the nine months ended
November 30, 1999 consisted of:

»  $102,000 increase in natural gas revenues,

»  $306,000 increase in asphalt product manufacturing and refined product sales;
* $2,000increasein rea estate rental revenues,

«  $2,000 increase in consulting revenues: and,

»  $57,000 decrease in other income.

Changes in individual components of revenues are discussed below:

Natural gas revenues:

The decrease in natural gas revenues for the nine months ended November 30, 2001 as compared to the nine
months ended November 30, 2000 is attributed to a $0.02 per Mcf (1%) increase in the average natural gas price
received offset by a 7,100 Mcf (4%), net to Intermountain's interest, decrease in natural gas produced. The average
selling price realized for natural gas was $2.11 per Mcf for the nine month period ended November 30, 2001
compared to $2.09 per Mcf realized during the same period of the prior year. The quantity of natural gas produced,
net to Intermountain's interest, was 154,767 Mcf for the nine month period ended November 30, 2001 compared to
161,841 Mcf during the same period in the prior year. The decrease in natural gas produced is attributed to observed
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increased pipeline operating pressures and projected production decline rates. Natural gas prices have fallen
substantially since reaching an all time high in January 2001 and have now settled to prices comparable to those
received prior to the price run up experienced over the past year and a half. While Intermountain has been
encouraged by the improvement in natural gas pricesrealized in the early part of the current year, due to the
complexity of the economic factors affecting energy prices, we are unable to predict the direction or magnitude of
future price changes. It is expected that the production of natural gas will remain level over the next twelve months.

The decrease in natural gas revenues for the three months ended November 30, 2001 compared to the three
months ended November 30, 2000 is attributed to an average $1.07 per Mcf (42%) decrease in the average natural
gas price received offset by a 5,100 Mcf (12%), net to Intermountain'sinterest, increase in natural gas produced. The
average selling price realized for natural gas was $1.49 per Mcf for the three months ended November 30, 2001
compared to $2.56 per Mcf realized during the same period of the prior year. The quantity of natural gas produced,
net to Intermountain's interest, was 46,314 Mcf for the three months ended November 30, 2001 compared to 41,215
Mcf during the same period of the prior year.

Theincrease in natural gas revenues for the nine months ended November 30, 2000 as compared to the nine
months ended November 30, 1999 includes a $112,000 increase in natural gas sales offset by a $10,000 decrease
from a one time deep rights sublease in the prior year. The increase in natural gas salesis attributed to an $0.90 per
Mcf (77%) increase in the average natural gas price offset by a 23,700 Mcf (13%), net to Intermountain's interest,
decrease in natural gas produced. The decrease in natural gas produced is attributed to a production curtailment
during October and November 2000 due to an extended maintenance shutdown of the pipeline owner's gas
processing facility along with a 5% overall decrease in production attributed to observed increased pipeline
operating pressures and projected production decline rates.

Theincrease in natural gas revenues for the three months ended November 30, 2000 compared to the three
months ended November 30, 1999 was the result of a $1.13 per Mcf (79%) increase in natural gas prices received
offset by an 18,800 Mcf (30%), net to Intermountain’s interest, decrease in production. The average price received
for natural gas during the three months ended November 30, 2000 was $2.56 per Mcf compared to $1.43 received
during the same period of the prior year. The quantity of natural gas produced, net to Intermountain’s interest, during
the three month period ended November 30, 2000 was 41,215 MCF, compared to 59,045 Mcf produced during the
three months ended November 30, 1999.

Real estaterental:

Real estate rental income declined by approximately $200 per month during the three and nine month periods
ended November 30, 2001 as compared to the same period of the prior year. The decrease isrelated to adight
decline in occupancy in the Farmington office building during the current year. It is expected that real estate rental
income will remain level during the next twelve months.

Real estate rental revenuesincreased by $2,000 during the nine months ended November 30, 2000 compared to
the same period during the prior year. The increase is attributed to the addition of $750 per month rent charged to
Red Hills offset by a small reduction in space |eased to othersin the Farmington office building. Occupancy at the
Farmington office building was dightly below capacity as of November 30, 2000. The decrease in real estate
revenues during the three months ended November 30, 2000 compared to the same period of the prior year was the
result of a $600 reduction in Farmington office building rent and a timing differential in the recognition of refinery
building rent during the three month period ended November 30, 1999.

Asphalt storage and manufacturing:

Shipments of asphalt productsincreased substantially during the three and nine month periods ended November
30, 2001 compared to the same periods of the prior year. The asphalt products facility was put into operation in June
of 2000. Intermountain shipped 2,572 tons of asphalt products at an average selling price of $163 per ton during the
three month period ended November 30, 2001 compared to 1,109 tons at an average selling price of $196 per ton
during the three month period ended November 30, 2000. Intermountain’s average netback (or recovered) price for
asphalt products shipped was $164 per ton for the three months ended November 30, 2001 compared to $189 per ton
for the three month period ended November 30, 2000.
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Intermountain shipped 4,709 tons of asphalt products at an average selling price of $168 per ton during the nine
month period ended November 30, 2001 compared to 1,614 tons shipped at an average selling price of $195 per ton
during the nine month period ended November 30, 2000. Intermountain’s average netback (or recovered ) price for
asphalt products shipped was $168 per ton for the nine months ended November 30, 2001 compared to $191 per ton
for the nine month period ended November 30, 2000.

Due to the seasonality of the asphalt paving product industry, there were no sales of products from
Intermountain’s facility during March and April of 2001. Sales of asphalt products since May 2001 were slow to
develop but did improve for low margin paving asphalt from July through November. Sales of higher margin asphalt
emulsions and cutbacks remained slow throughout the entire season. Asphalt paving and paving product prices have
been trending downward since the fall of 2000.

Based on conversations with Paramount Petroleum, the marketer of our produced products, local paving
projects have been limited, especially in Southern Utah where it is believed that paving projects have been
temporarily delayed in favor of projectsin the Salt Lake City areain preparation for the 2002 winter Olympics.
Paramount Petroleum has been partially successful in winning competitive bids for local projects and it is believed
that bidding will become more successful in the future as awareness of our products and service improves.

Theincrease in asphalt product manufacturing revenues during the three and nine month periods ended
November 30, 2000 compared to the same periods during the prior year was due to the fact that the asphalt paving
products manufacturing facility was put into operation in June 2000. There were no revenues associated with the
facility prior to June 2000.

Consulting fee revenues:

Consulting fee revenues were unchanged for the three and nine month periods ended November 30, 2001
compared to the same period in the prior year. Consulting fee revenues during the three and nine month periods
ended November 30, 2001 and the same periodsin the prior year consisted solely of $1,000 per month received from
Red Hills for accounting and management services provided.

Consulting fee revenues for the three and nine month period ended November 30, 2000 consisted entirely of the
$1,000 per month charge for accounting and management services provided to Red Hills which was implemented
beginning in March 2000. Prior to that time, Red Hills was billed annually for such services. Consulting fee
revenues for the three and nine month periods ended November 30, 1999 consisted entirely of a one-time charge of
$6,500 for consulting services performed for others.

Other revenues:

Intermountain did not recognize any revenues under this operating statement classification during the three or
nine month periods ended November 30, 2000 or November 30, 2001, or the three month period ended November
30, 1999. Other revenues for the nine month period ended November 30, 1999 consisted of $57,143 in Unico, Inc.
common stock received from Unico as partial settlement of obligations owed to Intermountain under the terms of the
June 1998 novation agreement.

Costs and Expenses:

The following table presents a summary of Intermountain’s costs and expenses for the periods indicated:

Three Months Ended
November 30, November 30,
2000 % Change 2001
Cost of sales $ 269,714 89% $ 509,991
General and administrative costs 80,214 (20)% 64,084
Depletion, depreciation and amortization 28,184 (30)% 19,818
Bad debt expense 5,132 (22)% 4,000
Interest and investment income, net (8,945) (99)% (65)
Total costs and expenses $ 374,299 60% $597,828
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Nine Months Ended

November 30, November 30,
2000 % Change 2001

Cost of sales $ 470,464 115% $ 1,012,920
General and administrative costs 233,328 6% 246,883
Depletion, depreciation and amortization 90,393 (32)% 61,883
Bad debt expense 5,132 (22)% 4,000
Interest and investment income, net (19,416) (48)% (10,115)
Total costs and expenses $ 779,901 69% $1,315571

Costs and expenses increased overall by $536,000 during the nine month period ended November 30, 2001
compared to the same period during the prior year. The increase in costs and expenses consisted of:

*  $543,000 increasein cost of saes;

e $14,000 increase in general and administrative costs;

»  $29,000 decrease in depletion and depreciation expense;
«  $1,000 decrease in bad debt expense; and,

«  $9,000 decrease in net interest and investment income.

Costs and expenses increased overall by $224,000 during the three month period ended November 30, 2001
compared to the same period during the prior year. The increase in costs and expenses consisted of:

*  $240,000 increasein cost of sales;

*  $16,000 decrease in general and administrative costs;
*  $9,000 decrease in net interest and investment income;
*  $8,000 decrease in depletion and depreciation; and,

e $1,000 decrease in bad debt expense.

Costs and expenses increased overall by $219,000 during the nine months ended November 30, 2000
compared to the same period during the prior year. The increase in costs consisted of:

e $395,000 increasein cost of saes;

e $11,000 decrease in general and administrative expenses;

*  $5,000 decrease in depletion and depreciation;

e $5,000 increase in bad debt expense;

*  $10,000 decline in interest earned on cash balances; and,

e $175,000 decrease in unrealized loss on writedown of investments.

Costs and expenses increased overall by $74,000 during the three month period ended November 30, 2000
compared to the same period during the prior year. The increase in costs consisted of:

»  $241,000 increasein cost of sales;

*  $6,000 increase in general and administrative expenses;

*  $1,000 decrease in net interest and investment income;

»  $5,000 increase in bad debt expense;

*  $175,000 decrease in unrealized loss on writedown of investments; and,
»  $3,000 decrease in depletion and depreciation expense.

Changesin individual components of costs and expenses are discussed below.
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Cost of sales:

Cost of salesincludes costs incurred in the production of natural gas, the costs of producing asphalt paving
products and maintaining the refinery and electric generation facilities.

Theincrease in cost of sales during the nine month period ended November 30, 2001 as compared to the nine
month period ended November 30, 2000 consists of a $549,000 increase in asphalt and refinery facility operating
costs, offset by a $6,000 decrease in natural gas production costs.

The decrease in natural gas production costs for the nine month period ended November 30, 2001 is primarily
attributed to a $23,000 decrease in well equipment repairs offset by a $16,000 increase in property taxes. There have
been fewer significant well equipment problems encountered during the nine month period ended November 30,
2001 as compared to the same period during the prior year. Well pump, production tubing and surface equipment
failures occur randomly and the timing and cost of repairs cannot be accurately predicted. The substantial increasein
property taxesis aresult of the timing of recognition of the expense during the three month period ended November
30, 2001. Property taxes are recognized in the period that the property tax statements are received. Property taxes for
the year ended February 28, 2001 of $11,000 were recognized in December 2000. Other changesin natura gas
production costs during the nine months ended November 30, 2001 compared to the same period of the prior year
included a $3,000 decrease in produced water disposal costs offset by a $2,000 increase in liability and casualty
insurance, a$1,000 increase in electricity, and a $1,000 increase in other costs directly related to natural gas
producing activities.

Theincrease in asphalt and refinery facility operating costs for the nine month period ended November 30, 2001
is attributed to increased sales volumes as compared to the prior year period along with the addition of ongoing
asphalt plant operating costs during March through May of 2001, offset by a reduction in refining facility
maintenance costs. As the asphalt plant was placed into initial operation in June 2000, Intermountain did not incur
any asphalt plant operating costs during March through May of 2000. Total asphalt and refinery facility operating
costs, excluding raw materials, for the nine month period ended November 30, 2001 amounted to $138,000
compared to $117,000 for the nine month period ended November 30, 2000. Raw material costs (including asphalt,
chemicals and diluents) for asphalt products shipped during the nine month period ended November 30, 2001
amounted to $776,000 compared to $249,000 incurred during the nine month period ended November 30, 2000. The
increase in the both the cost of raw materials and facility operating costsis primarily attributed to the increase in
product shipments during the nine month period ended November 30, 2001 as compared to the same period of the
prior year.

Theincrease in cost of sales during the three month period ended November 30, 2001 as compared to the three
month period ended November 30, 2000 consists of a $226,000 increase in asphalt and refinery facility operating
costs and a $14,000 increase in natural gas production costs.

Theincrease in natural gas production costs for the three month period ended November 30, 2001 compared to
the same period during the prior year is primarily attributed to the timing difference in the recognition of property
taxes as previously discussed, a $3,000 decrease in natural gas well equipment repairs and a $1,000 overall increase
in al other natural gas production costs.

Theincrease in asphalt and refinery facility operating costs for the three month period ended November 30,
2001 compared to the same period during the prior year is primarily attributed to the increase in asphalt product
shipments offset by a decrease in refinery facility maintenance costs.

Theincrease in cost of sales during the nine month period ended November 30, 2000 as compared to the nine
month period ended November 30, 1999 consists of a$39,000 increase in natural gas production costs and a
$360,000 increase in asphalt and refinery facility operating costs offset by a $4,000 decrease in electrical generation
operating costs.

Theincrease in natural gas production costs for the nine months ended November 30, 2000 is primarily
attributed to a $37,000 increase in gas well equipment repairs due to several significant equipment problems
encountered during the period. There were no significant well equipment problems encountered during the nine
month period ended November 30, 1999.

Theincrease in operating costs associated with the asphalt and refinery facility during the nine month period
ended November 30, 2000 was primarily due to the initiation of asphalt product manufacturing operationsin June
2000. In addition, during the nine months ended November 30, 2000, Intermountain incurred approximately $16,000
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for cleaning and maintenance of refining equipment performed in order to facilitate feasibility testing associated
with a crude ail refining project that had been under consideration.

Theincrease in cost of sales during the three month period ended November 30, 2000 compared to the same
period of the prior year consisted of a $5,000 increase in natural gas production costs and a $236,000 increasein
asphalt products manufacturing and refinery facility costs.

Theincrease in natural gas production costs for the three months ended November 30, 2000 as compared to the
same period of the prior year consisted of an $8,000 increase in well equipment repairs and a $2,000 increase in
production water disposal costs, offset by a $5,000 decrease in property taxes and other costs directly related to
natural gas production.

Theincrease in asphalt product manufacturing and refinery facility costs during the three months ended
November 30, 2000 compared to the same period of the prior year is attributed to the initiation of the asphalt
products manufacturing operation in June 2000. Operating costs incurred in association with the refinery facility
during the three months ended November 30, 1999 amounted to approximately $5,000 and were primarily
comprised of annual property taxes.

General and administrative expenses:

General and administrative expenses include the cost of Intermountain's officers and administrative empl oyees,
costs incurred to operate and maintain the Farmington office building, and all items of general overhead required to
manage and administer the corporate affairs of |ntermountain.

Theincrease in general and administrative expenses during the nine month period ended November 30, 2001
compared to the nine month period ended November 30, 2000 was primarily comprised of a $6,000 increase in
professional legal, accounting and printing services, a $6,000 increase in officer life insurance expense, and a $2,000
net increase in other general and administrative cost categories.

During the nine month period ended November 30, 2001, Intermountain incurred approximately $49,000 in
legal, accounting, and printing fees which included $24,000 in costs primarily related to the registration and
distribution of Intermountain's common stock and approximately $25,000 for financial statement audit and review
services necessary to comply with the Securities and Exchange Commission's periodic filing requirements. During
the nine month period ended November 30, 2000, Intermountain incurred approximately $44,000 in legal and
accounting fees which were primarily related to the registration and distribution of Intermountain’'s common stock
and enforcement of the terms of the novation agreement. Intermountain's registration statement on Form S-1 filed
with the Securities and Exchange Commission became effective on April 9, 2001 and Intermountain completed the
distribution of its stock in July, 2001. Intermountain does not believe that it will incur any additional significant
costs in the future related to the distribution of its common stock. Intermountain will continue to incur significant
accounting services costs for the quarterly review of its Forms 10-QSB and annual audit of its Form 10-KSB as
required by the Securities and Exchange Commission.

Officer life insurance premiums are currently $26,000 per year offset by changes in the cash surrender value of
the policies. The increase in officer life insurance expense for the nine month period ended November 30, 2001
compared to the same period in the prior year was the result of a decline in the cash value of policies associated with
both a decline in value of the underlying policy investments and the application of administrative and cost of
insurance charges against the cash value of the policies.

The decrease in general and administrative expenses during the three month period ended November 30, 2001
compared to the three month period ended November 30, 2000 was primarily due to a $15,000 decrease in legal,
accounting, and printing fees, and a $3,000 decrease in officer life insurance expense offset by a $2,000 increase in
all other costs associated with operation of the Farmington office building and the overall administration of
Intermountain's affairs.

During the three month period ended November 30, 2001, Intermountain incurred approximately $4,000 in
legal, accounting and printing fees primarily related to costs related to financial statement review services necessary
to comply with the Securities and Exchange Commission's periodic filing requirements. During the three month
period ended November 30, 2000 | ntermountain incurred approximately $18,000 in legal, accounting, and
consulting costs that were primarily related to registration of Intermountain's stock and enforcement of the terms of
the novation agreement. The $2,000 increase in all other general and administrative costs during the three months
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ended November 30, 2001 as compared to the three month period ended November 30, 2000 primarily consisted of
an increase in building and office equipment repair costs.

The decrease in general and administrative expenses during the nine month period ended November 30, 2000
compared to the same period of the prior year was primarily due to a $14,000 reduction in legal, accounting and
consulting fees, a $5,000 increase in insurance costs and a $2,000 reduction in all other general and administrative
expense categories.

During the nine month period ended November 30, 1999, Intermountain incurred approximately $183,000 in
legal, accounting, and consulting costs that were primarily related to registration of Intermountain’s stock and
enforcement of the terms of the novation agreement which were offset by $125,000 in notes received from Unico,
Inc. as settlement of Unico's obligation under the June 1998 novation agreement to reimburse I ntermountain for up
to $125,000 in stock registration expenses. During the nine month period ended November 30, 2000, Intermountain
incurred approximately $44,000 in legal, accounting, and consulting costs predominately associated with the
registration of |ntermountain's common stock.

Theincrease in insurance costs during the nine month period ended November 30, 2000 compared to the same
period of the prior year was comprised primarily of a $6,000 increase in officer life insurance costs, offset by a
$1,000 net reduction in employee health and general liability and casualty insurance costs.

Theincrease in general and administrative expenses during the three month period ended November 30, 2000
compared to the same period of the prior year was attributed to $4,000 increase in legal, accounting, and consulting
expenses, a $4,000 increase in insurance costs offset by a $2,000 net decrease in all other categories of general and
administrative costs.

During the three month period ended November 30, 1999, Intermountain incurred approximately $14,000 in
legal, accounting and consulting costs primarily related to registration of Intermountain’s stock and enforcement of
the terms of the novation agreement. During the three month period ended November 30, 2000, Intermountain
incurred approximately $18,000 in legal, accounting and consulting costs primarily related to the registration of
Intermountain's stock.

The decrease in insurance costs during the three month period ended November 30, 2000 compared to the same
period in the prior year consisted of a $3,000 increase in officer life insurance costs and a $1,000 combined increase
in employee health and general liability and casualty insurance costs.

Depreciation and Depletion:

The decline in depreciation and depletion expenses during the nine month period ended November 30, 2001
compared to the nine month period ended November 30, 2000 consists of a $24,000 decrease attributed to the
discontinuation of depreciation on refining equipment, a $4,000 decrease in depreciation on the Farmington office
building, and a $1,000 decrease in depletion expense due to a decline in natural gas produced. As of February 28,
2001, Intermountain recognized areserve for impairment of the entire remaining carrying value of its refining
equipment. The original capitalized cost of the Farmington office building will be fully depreciated by the end of
fiscal 2002.

The decline in depreciation and depletion expenses during the three month period ended November 30, 2001
compared to the same period during the prior year consists of an $8,000 decrease attributed to the discontinuation of
depreciation on refining equipment, a $1,000 decrease in depreciation on the Farmington office building, and a
$1,000 increase in depletion expense due to an increase in natural gas produced.

Depreciation and depletion expense for the three and nine month periods ended November 30, 2000 as
compared to the three and nine month periods ended November 30, 1999 were relatively unchanged except for
depletion expense which decreased dightly due to a decline in natural gas produced.

I nterest and investment income (net):

Interest and investment income includes earnings on cash balances and certificates of deposit, earnings on notes
receivable, and net earnings on investments, less interest expense incurred.

Interest and investment income decreased by $1,000 and interest expense increased by $8000 for the nine
month period ended November 30, 2001 compared to the same period during the prior year. The increase in interest
expense was attributed to interest expense accrued on the credit line which was established in April, 2001.
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Intermountain did not incur any interest expense during the nine months ended November 30, 2000. The decrease in
interest and investment income during the nine month period ended November 30, 2001 is primarily attributed to
lower interest rates during the current fiscal year. It is anticipated that earnings and investment income, net of
interest expense will decline over the remainder of the year due to declining cash balances and declining interest
rates. It is anticipated that the credit line will be completely repaid before the end of the current fiscal year thereby
limiting the amount of additional interest on the credit line.

The decrease in interest and investment income during the three month period ended November 30, 2001
compared to the same period during the prior year consists of a $4,000 reduction in interest and investment income
along with a $5,000 increase in interest expense accrued on the credit line payable. Intermountain did not incur any
interest expense during the three month period ended November 30, 2000.

Interest and investment income decreased by $10,000 during the nine month period ended November 30, 2000
as compared to the nine month period ended November 30, 1999. Interest and investment income increased by
$1,000 during the three month period ended November 30, 2000 as compared to the three month period ended
November 30, 1999. Intermountain did not incur any significant interest expense during the three or nine month
periods ended November 30, 2000 or November 30, 1999.

Inflation, Deflation and Changing Prices:

The results of operations and capital expenditures will continue to be affected by inflation, deflation, and
changing prices. Prices of natural gas could have a materially adverse effect on Intermountain’s operations.
Management is unable to determine the full impact of inflation, deflation, and changing prices on the results of
operations or working capital.

L egal Proceedings

We are not aware of any pending or threatened legal proceedings to which Intermountain is a party. We are not
aware of any pending or threatened legal proceedings to which any director, officer, affiliate of Intermountain, or
any owner of more than 5% of Intermountain's common stock, is an adverse party to, or has a material interest
adverse to, Intermountain.

Submission of M attersto a Vote of Security Holders

There have been no matters submitted to a vote of security holders during the three months ended November
30, 2001 through the solicitation of proxiesor otherwise.

Changesin Securities

Distribution of Common Stock:

Intermountain filed a registration statement on Form S-1 with the Securities and Exchange Commission,
commission file number 333-91191, that became effective on April 9, 2001. The registration statement was filed for
the purpose of registering 1,155,609 shares of common stock to be distributed to eligible shareholders of Unico, Inc.
in accordance with the terms of the novation agreement dated June 25, 1998. The common stock registered
represents all of the issued and outstanding stock of Intermountain. As of the date of this report, the distribution of
Intermountain’s stock to eligible recipients has been completed. There were no proceeds received by Intermountain
or any other persons in conjunction with the distribution. There were no brokers or underwriters involved in the
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distribution. Since the effective date of the registration statement, Intermountain incurred approximately $24,000 in
costs directly related to the completion of distribution. There have been no amounts incurred or paid to any brokers,
underwriters, directors, officers, affiliates or owners of more than 5% of Intermountain's common stock, in
connection with the distribution.

Market for I ntermountain Common Stock:

Thereis presently no market for Intermountain's common stock. It isthe intent of Intermountain to seek alisting
on the OTC Electronic Bulletin Board for the purpose of establishing a public trading market for its shares.
Intermountain is currently seeking a brokerage firm that is willing to make a market in Intermountain's common
stock. Thereis no assurance that a market maker for Intermountain’'s common stock can be secured or that alisting
on the OTC Electronic Bulletin Board will be obtained, however, we believe that the listing requirements for the
OTC Electronic Bulletin Board can reasonably be met. If and when Intermountain's common stock beginstrading, it
will be listed under the symbol "IMNG".
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I ntermountain Refining Co., Inc.
Balance Sheet

Assets

Current Assets
Cash and cash equivalents
Restricted cash and cash equivalents - Note D
Certificate of deposit - Note D
Accounts receivable
Inventories
Prepaid expenses

Total Current Assets

Property, Plant and Equipment, net of valuation allowances
Land, buildings and improvements
Equipment
Crude oil refining equipment
Electric generation equipment - Notes A and B
Oil and gas properties, (successful efforts method)

Less accumulated depletion and depreciation

Other Assets
Investment in Chatfield Dean, (net)
Investment in Unico, (net)
Available-for-sale investments
Notes and accrued interest receivable from related parties
Deferred tax receivable
Other assets

10-QSB 17

November 30,
2001
(Unaudited)

$ 12,040
500,000
20,000
29,831
44,746
6,611
613,228

463,654
164,930
581,919
774,629
985,731
2,970,863

(1,919,108)
1,051,755

76,807
9,113
50,714
136,634
$1,801,617



I ntermountain Refining Co., Inc.
Balance Sheet, Continued

Liabilitiesand Stockholders Equity
Current Liabilities

Accounts payable

Taxes other than income taxes

Line-of-credit and accrued interest payable to related parties - Note C
Total Current Liabilities

Deferred Taxes
Commitments and Contingencies - Note D
Stockholders Equity
Common stock, no par value, authorized 10,000,000 shares,
issued and outstanding 1,155,609 shares - Note D

Preferred stock, $0.01 par value, authorized 5,000,000 shares,
0 shares issued and outstanding.

Retained earnings
Accumulated other comprehensive gain/(10ss)

The accompanying notes are an integral part of these financial statements.
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November 30,
2001
(Unaudited)

$ 83481
2,818
242,145
328,444

1,455,314

34,782

(16,923)
1473,173

$1,801,617



I ntermountain Refining Co., Inc.

Statements of Operationsand Comprehensive
L oss

Revenues
Natural gas production revenues
Petroleum product sales
Real estate rental income
Consulting fees

Costs and Expenses
Cost of sdes
Genera and administrative
Depletion, depreciation and amortization
Bad debt expense
Interest and investment income, net

L oss From Oper ations Before | ncome T axes

Provision (benefit) for income taxes
Current
Deferred

Net Loss- Note A

Other Comprehensive I ncome (L 0ss), net of tax:

Unrealized holding gain/(loss) on investments available
for sale (net of income taxes of $206 and $4,270 for the
three and nine month periods ended November 30,
2000 respectively, income taxes of $ 301 for the three
month period ended November 30, 2001 and income
tax benefit of $1,742 for the nine month period ended
November 30, 2001)

Comprehensive L oss
Weighted Average Number of Shares Outstanding

Basic and Fully Diluted Earnings Per Share
Net loss per common share

The accompanying notes are an integral part of these financial
statements.

10-QSB 19

Three months ended Nine months ended
November 30, November 30, November 30, November 30,

2000 2001 2000 2001
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
$ 105,684 $ 69,018 $ 338,228 $ 326,551
209,818 420,481 307,684 791,896
6,800 6,195 22,010 20,235
3,000 3,000 9,000 9,000
325,302 498,694 676,922 1,147,682
269,714 509,991 470,464 1,012,920
80,214 64,084 233,328 246,883
28,184 19,818 90,393 61,883
5,132 4,000 5,132 4,000
(8,945) (65) (19,416) (10,115)
374,299 597,828 779,901 1,315,571
(48,997) (99,134) (102,979) (167,889)
- - - 100
- - - 100
(48,997) (99,134) (102,979) (167,989)
381 560 7,927 (3,235)
$ (48,616) $ (98,574) $ (95,052) $ (171,224)
1,155,609 1,155,609 1,155,609 1,155,609
$ (004 $ (0.09) $ (0.09) $ (0.15)




I ntermountain Refining Co., Inc.
Statements of Cash Flows

Cash Flows From Operating Activities
Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation, depletion and amortization
Bad debt expense
Changes in operating assets and liabilities:
Decrease in accounts receivable
Decreasein inventories
(Increase) decrease in prepaid expenses
(Decrease) in accounts payable and accrued expenses
(Decrease) in income taxes payable
Increase in accrued interest payable to related parties
Net Cash Flow Provided by Operating Activities

Cash Flows From Investing Activities
Purchases of available for sale mutual funds
Decreasein cash value of life insurance polices
Purchase of equipment
Electric generation equipment recommission costs
Net Cash Flow Provided (Used) by Investing Activities

Cash Flows From Financing Activities

Proceeds from advances on line-of-credit payable to related parties
Repayment of advances on line-of-credit payable to related parties

Net Cash Flow Provided by Financing Activities
Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalentsat End of Period

Intermountain paid interest of $0 during the nine month period ended November 30, 2000.
Intermountain paid interest of $5,214 during the nine month period ended November 30, 2001.

Intermountain paid income taxes of $0 during the nine month period ended November 30, 2000.

Nine months ended
November 30, November 30,

2000

2001

(Unaudited) (Unaudited)

$ (102979) $ (167,989)
90,393 61,883
5132 4,000

114,949 116,663
213,749 757,772

(3,339) 6,284
(270,871) (770,402)

(100) -

- 3,165
46,934 11,376
(1,774) (1,484)
5,923 12,034
(4,000) -

- (490,006)

149 (479,456)

- 347,300

- (108,320)

- 238,980
47,083 (229,100)
632,347 741,140

$ 679,430 $ 512,040

Intermountain paid income taxes of $100 during the nine month period ended November 30, 2001.

Supplemental Schedule of Noncash Investing Activities:

During the nine month period ended November 30, 2000, Intermountain's available for sale investments increased in value by

$7,927, net of deferred taxes of $4,270.

During the nine month period ended November 30, 2001, Intermountain's available for sale investments declined in value by

$3,235, net of deferred tax credits of $1,742.

The accompanying notes are an integral part of these financial statements.
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I ntermountain Refining Co., Inc.
Notesto Financial Statements

Note A - Interim Financial Statements (Unaudited)

The accompanying balance sheet as of November 30, 2001 and the statements of operations and comprehensive
loss for the three and nine month periods ended November 30, 2000 and November 30, 2001, and the statements of
cash flows for the nine month periods ended November 30, 2000 and November 30, 2001 have been prepared by
Intermountain, without audit. In the opinion of management, all adjustments (which include only normal recurring
adjustments) necessary to present fairly the financial position, results of operations, and changesin cash at
November 30, 2001, and for all periods presented, have been made.

It is suggested that these unaudited financial statements be read in conjunction with the audited financial
statements for the year ended February 28, 2001. The results of operations for the nine months ended November 30,
2001 are not necessarily indicative of the operating results for the full year.

Intermountain’s financial statements for the nine months ended November 30, 2001 have been prepared on a
going concern basis which contemplates the realization of assets and the settlement of liabilities and commitments
in the normal course of business. Intermountain incurred a net loss of $158,957 for the year ended February 28,
2001 and a net loss of $167,989 for the nine months ended November 30, 2001. Intermountain's |osses during the
past several years are the combined result of a decline in operating revenues associated with previously discontinued
operations along with increased costs and expenses associated with two failed merger attempts, the recognition of
losses due to impairment in valuation of investments and refining assets, the costs associated with the registration
and distribution of Intermountain’'s common stock, and |osses associated with the asphalt products manufacturing
operations which began in June 2000.

Management recognizes that |ntermountain must generate additional revenues to replace its depleting resource
base. Intermountain has positive working capital and positive stockholders' equity at November 30, 2001. It is
believed that Intermountain's current revenue stream would allow Intermountain to sustain its operations on an
ongoing basis for at |east the next fiscal year.

Management's plans to enhance its revenue base have included the implementation of the asphalt manufacturing
activity which began operationsin June 2000 and the return to service of its electric generation facility.
Recommissioning and testing of the electric generation facility was completed in July 2001. However, due to the
recent general economic downturn and resulting decrease in demand and market price for electricity in western
states, the regional power distributor who previously committed to purchase electricity from Intermountain has
opted not to enter into afirm contract to purchase electricity from Intermountain at thistime. Intermountain is
reviewing its alternatives with respect to this activity but there are no definitive plans to generate and sell electricity
until such time as wholesale electricity prices increase to the point where operation of the facility would be
economically justified. See Note B.

The source of funding for this project has included available cash and a line-of-credit obtained from Red Hills
Manufacturing, Inc., a company owned and controlled by current and former officers and employees of
Intermountain. See Note C.

Intermountain intends to explore other potential opportunitiesto better utilize its refinery equipment. Additional
opportunities may include restarting and operating the refinery facility to process specialty products, contributing the
refinery equipment to a new venture at a different location in exchange for equity participation in such a venture,
engaging in petroleum processing projects unrelated to its refinery, seeking an industry related merger and/or
acquisition, and expanding its natural resource production activities. However, there can be no assurance that
management will be successful in implementing any of these plans.

Note B - Recommissioning of Electric Generation Equipment

Intermountain, in the past, has provided electrical capacity and energy through a 3 megawatt electric generation
facility located in Fredonia, Arizona. In June 1999, Intermountain entered into an equipment sale agreement which
provided for the electric generation equipment to be placed on the market for sale. Prior to February 28, 2001, the
equipment to be disposed of was presented as co-generation facilities available for sale and the related electrical
capacity and energy operations were presented as discontinued operations in the statements of operations.
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I ntermountain Refining Co., Inc.
Notesto Financial Statements - Continued

During late March and early April of 2001, Intermountain held discussions with aregional power distribution
company and, at that time, determined that a market for electrical energy had developed. Intermountain and the
regional power distribution company executed a letter of intent where Intermountain agreed in principal to generate
and sell electricity to the distribution company for aninitial period beginning in June 2001 and ending in September
2002. Intermountain initiated recommissioning of the electric generation equipment in April 2001 and completed the
process during July 2001. By mid-July of 2001 however, because of the general economic downturn, demand and
market prices for electricity in California and other western states had declined significantly and the electric
distribution company informed Intermountain that it would not enter into aformal agreement covering the firm sale
of electricity as previously represented. While the electric generation facility is now ready for operation,
Intermountain is exploring its options with respect to the future of the facility.

Intermountain and the regional electric power distributor have held discussions on the future status of
Intermountain’s el ectric generation equipment which have included the prospect of Intermountain providing
emergency stand-by capacity to the power distributor over an extended period of time. Conceptually, such aplan
would provide Intermountain with a monthly stand-by fee plus cost reimbursement, as necessary, for the emergency
generation of electric power. Intermountain is currently awaiting comments from the power distributor on the
emergency stand-by proposal.

In addition, Intermountain has made contact with a regional equipment dealer and informally offered the
equipment for sale. To date there has been some inquiries by serious buyers, but there have been no formal offers
received.

Except as discussed herein, there are no specific plans at this time to operate the facility until wholesale
electricity pricesimprove to the point that operation would be economically justified or aviable alternative can be
identified. If it is determined that the future cash flows from the facility will not be adequate to recover the current
carrying value of the facility, it may be necessary for Intermountain to recognize an impairment in value of the
facility. As of November 30, 2001, Intermountain had incurred approximately $490,000 to recommission the
facility. Thetota carrying value of the facility was $590,505 as of November 30, 2001.

Note C - Line-of-credit Payable to Related Parties

In June 2001, Intermountain obtained aline-of-credit from Red Hills for the purpose of funding a portion of the
capital costs needed to recommission the electric generation facility and funding initial working capital necessary to
operate the facility. The line-of-credit agreement was made retroactive to April 26, 2001 to incorporate a cash
advance made by Red Hills on that date. The maximum amount available under the credit line is $400,000. The
underlying promissory note bears interest at the rate of 8.5% per annum. Payments for interest and advances
received under the credit line are payable out of Intermountain’s future cash receipts. The credit line is collateralized
by, and Red Hills has been granted a security interest in: cash, accounts receivable, inventories, investments, and all
land, buildings, and equipment owned by Intermountain and located at I ntermountain’s refining and asphalt
manufacturing facility in Fredonia, Arizona. The credit line expiresin April 2002. In the opinion of management,
the terms of the line-of-credit agreement are at least as favorable as those that could be obtained through an arms-
length transaction with an independent third party.

The approximate carrying value of Intermountain's assets granted as security to Red Hills was $1,423,000 as of
November 30, 2001. The security interest in cash balances granted to Red Hills is subordinated to Intermountain's
bank's security interest in $500,000 cash on deposit with the bank.

During the nine months ended November 30, 2001, Intermountain received $347,300 in advances and made
repayments of $113,534 including accrued interest of $5,214. As of November 30, 2001, the balance due to Red
Hills under the line-of-credit was $ 242,145 including accrued interest of $3,165.

Note D - Commitments and Contingencies

Registration and Distribution of Intermountain Common Stock: In accordance with the terms of the
novation agreement between Unico and Starlicon Group, the management of Intermountain previously notified the
new management of Unico of it's intent to distribute Unico's holdings of Intermountain stock to shareholders of
Unico who are eligible to receive them. In July 1999, Unico notified its shareholders that July 12, 1999 had been set
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I ntermountain Refining Co., Inc.

Notesto Financial Statements - Continued

for the record date to establish the holders of Unico common stock who were eligible to receive the distribution of
Intermountain common stock. Generally, Unico shareholders eligible to receive the distribution of Intermountain
common stock were those Unico shareholders who, on July 12, 1999, held shares of Unico common stock that had
been issued and outstanding prior to June 30, 1998. In addition, 30,000 additional shares of Intermountain common
stock were issued to holders of 30,000 shares of Unico common stock who purchased shares that had been issued to
Leo Murphy after June 30, 1998 who in turn sold the shares into the open market. Such shares, under the novation
agreement, should have been restricted from participation in the distribution but Intermountain was unable to
specifically identify the holders of such improperly issued shares. Each eligible Unico shareholder received one
share of Intermountain common stock for each share of Unico common stock that they held on July 12, 1999.
Intermountain’s registration statement as filed with the Securities and Exchange Commission on Form S-1 became
effective on April 9, 2001 and Intermountain subsequently instructed its transfer agent to proceed with the
distribution of 1,155,609 shares of common stock, representing all of the outstanding shares of Intermountain’s
common stock. The distribution was completed during July 2001.

Standby L etter-of-credit and Restriction of Cash: In February 2000, Intermountain provided a $500,000
irrevocable letter-of-credit, issued by a bank, in favor of Paramount to secure payment for asphalt raw materials
purchased. In order to induce the bank to issue the letter-of-credit, Intermountain pledged $500,000 of cash
deposited with the bank as collateral. Under the pledge agreement, | ntermountain earned interest on the cash
deposited with the bank but was restricted from using the funds for the payment of other obligations. The letter-of-
credit and pledge agreement were renewed in February 2001 and were scheduled to expire in February 2002.
Paramount in turn had provided an offsetting $500,000 |etter-of-credit to Intermountain to secure payment to
Intermountain for products sold to Paramount.

In December 2001, subsequent to the current balance sheet date, Paramount and Intermountain mutually agreed
to release the offsetting letters of credit and the original letters of credit were returned to the respective parties.
Effective during December 2001, Intermountain's bank released its security interest in the pledged $500,000 cash
on deposit with the bank.

Return of Performance Bond - Effective with the current year renewal of Intermountain’'s Kansas Oil and Gas
Operators License, Intermountain is no longer required to maintain a performance bond with the Kansas Corporation
Commission. Accordingly, the $20,000 certificate of deposit previoudly pledged as cash security to the Kansas
Corporation Commission and reported under Other Assets has been reclassified to current assets as of November 30,
2001.
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Exhibitsand Reportson Form 8-K

Reportson Form 8-K:

There were no reports on Form 8-K filed by Intermountain during the quarter ended November 30, 2001.

Exhibits:

All of the following exhibits are incorporated herein by reference to Intermountain's registration statement filed
on Form S-1 dated April, 9, 2001:

Exhibit Description
31 Amended and Restated Articles of Incorporation
32 Bylaws

10.1  Stock Purchase Agreement

10.2  Novation Agreement

10.2.1 Amendment No. 1 to the Novation Agreement

10.3  Trust Agreement

104  Oneok / Kinder Morgan / KN Energy Gas Sales Agreement
10.5  Paramount Petroleum Agreement

Signatures

Pursuant to the requirements of the Exchange Act, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized, in the City of Farmington, State of New Mexico, on January
11, 2002.

I ntermountain Refining Co., Inc.

By:_ /s/ William N. Hagler
William N. Hagler, President

Pursuant to the requirements of the Exchange Act, this registration statement has been signed by the following
persons in the capacities and on the dates indicated.

/s William N. Hagler Date: January 11, 2002
William N. Hagler, Chairman of the Board of
Directors, and President

[s/ Rick L. Hurt Date: January 11, 2002
Rick L. Hurt, Secretary, Treasurer, Director
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